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Overview of Proposed Pentex Acquisition by IGU 

The Interior Gas Utility (IGU) and the Alaska Industrial Development & Export Authority 
(“AIDEA”) are negotiating a non-binding Memorandum of Understanding (“MOU”) for the 
purchase of Pentex Alaska Natural Gas Company, LLC (“Pentex”) from AIDEA by IGU. 
Upon the IGU Board and the AIDEA Board approval of this MOU it will be used to 
develop executable agreements for the sale of Pentex by March 31, 2017. 

This overview presents IGU’s current MOU negotiating position and the key specifics.  

From a community perspective, this IGU/AIDEA proposal for the Interior Energy Project 
(IEP) will:   

- Make gas an available space heating option for over 17,000 residences and 
businesses at buildout. It is estimated that 8,800 customers will be served based 
current conversion rate estimates 

- The rate at the customer’s meter is projected to be $15.50/MCF in 2018 
- Buildout Phase’s 1,2,3 of IGU’s distribution system (North Pole completion and 

Badger Road) 
- Provide for infilling of FNG service area 
- Customer Conversion Program  
- Provide an estimated 26% Improvement in North Pole air quality (by Sierra 

Research) 

IGU will develop an Integrated Utility Plan for the establishment of an integrated natural 
gas (NG) utility (FNG and IGU as a singular integrated NG delivery system) in the 
FNSB, including plans for utility capital improvements, organization, and any required 
regulatory approvals. The major components of the twelve-year $333.7M proposed 
capital plan for the Integrated Utility consists of:  

- Pentex Acquisition 
- Titan 1, 2 & 3 Liquid Natural Gas (LNG) Plant at Pt. McKenzie, Alaska 
- LNG High-capacity Trailers and Equipment  
- 5.2 Million Gallon LNG Storage in Fairbanks 
- 150,000 Gallon LNG Storage in North Pole 
- Natural Gas Distribution Systems 

o IGU Phase 1 Buildout 
o IGU Phase 2 Buildout 
o IGU Phase 3 Buildout 
o FNG 2014-15 NG Expansion and Future Infill 
o FNG LNG to NG Seasonal Peak Shaving Plant 
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o New Natural Gas Services and Meters 

AIDEA and IGU have developed a plan for the full financing of the Integrated Utility 
Capital Plan. The sources and uses of funds for the capital plan are: 

- Capital Appropriations (HCS CSSB 18) $    42,800,000 
- SETS Financing (SB 23 SLA 2013) $  125,000,000 
- AIDEA Bonds (SB 23 SLA 2013)* $  140,614,200 
- Other Funding Sources: 

o Commercial Financing (LNG trailers) $     4,745,000 
o State Storage Credits – FBX and N.P. $   20,500,000 

 
Total – Source of Funds $ 333,659,200 
* AIDEA Bonds are backed by IGU revenues 

Supplementary Information  

- AIDEA estimates that the Pentex assets at the time of sale will include 
approximately $4 million in cash generated by operations. 

- As part of closing AIDEA will transfer to IGU AIDEA’s ownership interest in the 
“AIDEA North Slope Pad” 

- SETS funds will be loaned for a 50 year term at a 0.25% interest rate.  The 
deferral period will be for 15 years with no capitalized interest, with 50 year 
repayment term to commence after deferment period (under negotiations). 

- Revenue bond (AIDEA Bonds) structure would be conventional municipal bonds 
– amortized over 30-years with capitalized interest and deferred principal for a 2 
to 3 year period, and level debt service over term of the Bonds – with a debt 
service reserve of approximately 1-year –or such other more favorable terms as 
may be available for investment grade municipal utility financing at the time 

- IGU intends to integrate the existing FNG staff for the continuity of efficient and 
effective utility operations 

- MOU is also structured to allow IGU to follow through on its intention to make gas 
available to Phases 4-6 (Birch Hill, Farmers Loop and Chena Ridge) of its 
distribution system as soon as economically feasible. 

- Execution of a long-term natural gas supply contract, sufficient to service the 
existing and future expansion of the Titan LNG plant, a condition precedent to 
financial closing. 


